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Stuart House | 


INTERIM REPORT 
FOR THE SIX MONTHS ENDED AUGUST 31, 1968 


Suse HOLS S.cUN TERNATIONAL. LP MELTED: 


TO OUR SHAREHOLDERS 


In this report covering the first six months’ operations of your company, we can give you 
comparative figures for the like period in the previous year. This was not possible last 


year because of the change in our year end. 


The highlights of this period are herewith outlined:— 


R 1968 1967 
Net profit for the period before taxes .................. . $166,325 $107,100 
Net: profit' for the period alter taxes 4's sauder ae 119,625 107,100 
Net profit per share after providing for preferred dividends .. 20¢ 17.5¢ 


No provision for corporation taxes was made in 1967 due to tax loss carry forward from 


1967. In this period too, a portion of our tax loss carry forward has been allowed for. 


Comparative sales figures indicate a decrease of 5.8% from $5,637,719 for the six months 
ending August 31, 1967 to $5,309,286 for the same period of 1968. Some of this decrease 


was due to the discontinuance of certain unprofitable product lines. 


In previous years, our second six months period has never been as good as our first six 
months, but due to certain changes in our accounting methods, and due to the addition of 
new lines, we fully anticipate that our second six months will be as good as the first six 


months. 


On behalf of the Board of Directors 


J ORIN US HY ACRE 


President 


CONSOLIDATED STATEMENT 
OF PROFIT AND Loss 


for the Six Months Ended August 31, 1968 
(with Comparative Figures for 1967) 


Sales: 1968 1967 
MATE OUSE SRIES Wohi Uys (On UN Miu ene abn Loe be Teh OO «Pty Me SC $4,153,192 $4,307,981 
COMMISSION Y SMES sion Ustie ail mur mua beret etre ste INK 1,156,094 1,329,738 

$5,309,286 $5,637,719 

Gross margin on warehouse sales 
(after depreciation of $29,138 

PON POON (TIGT) Meena Sener tau, 979,669 919,872 

CC OMMUSSION INCOME LEAs Oh al silts Goes aine maki RL rede TL oo 69,803 

$1,057,061 $ 989,675 

Selling and Administrative Expenses: ...................ecceeeee 891,180 882,415 
including the following 1968 1967 
Depreciation Groene toe seer Vee $ 5,330 $ 4,889 
Executive Salaries oi). ig veeew «0p 04,000 Si 23,420 
Legal cs EN eat ewes Fava tieseae. ele W fee 3,831 5,389 
Ditectors Tees ns i eal eb 200! 1,300 

$44,961 $34,998 
$ 165,881 $ 107,260 

Minority Interest Share of Profit or (Loss) in Subsidiary Company (444) 160 

IMG SPE EO ELGG rat, foccrity sity ai ace terion Hueneme PARTS Wat Ce meat et CIR Callens de $6166 325775 107; 200 

PACOMETPARES ier Annu en il) yates Mate Sinn ema ee Nee dua py At dees 46,700 

PCE PE ROUND eh oa hile cannon ic eecuial shies aia olcre a ls mina ae eet SRAM SEs carl Sea oli $2119, 625.1, $) 1075100 

SOURCEH AND APPLICATION 
OF FUNDS 
for the Six Months Ended August 31, 1968 
(with Comparative Figures for 1967) 

Funds were provided by: 1968 1967 
INGER PISCE Co va ben aests teen ihn SNS TEBE NS OL nNO Ms aD Uo ay LCE enact $ 119,625 $ 107,100 
Amounts charged to net profit which did not require cash outlays: 

Depreciation sae sc ei ete MmEi NL el CCNA yn ac 34,468 42,045 
MinOfity, Interest ko Hae hsm eteey MEN We iad (444) 160 
Proceeds under loan and special credit agreement .......... 54,774 408,152 

Salevof fixed \ASSetSiy sin mage M at mai brah pa en ea ice Nato ty 988 
$ 209,411 $ 557,457 

Funds were used for: 

Increase in equity of cash surrender value of life insurance .. $ oy I a 5,888 
Refunds under Employees’ Stock Purchase Plan ............ 1,399 
Repayment on loan and special credit agreement............ 450,000 
Rarchase of fixed asseto sii ee sith ahi aha tuacaid ate b 8,810 3,627 
Dividends paid by S.H.I.L. to its shareholders ............. 3,474 5,118 
Purchase and cancellation of preferred shares ............. 1355 
Increase in WOLkiNg Capitals) loi soy ae iN al Aira lath) wid wenceser arava Me 190,059 91,425 
$ 209,411 $ 557,457 
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- Stuart House 


INTERIM REPORT 
FOR THE SIX MONTHS ENDED AUGUST 31, 1967 


SPA ht OU Se oN EERNATIONAL LiMiTED 


TO OUR SHAREHOLDERS 


This report covering the first six months’ operations of your company, is the first one 
based on our new fiscal year. Since no financial statements were prepared for a like period 


in previous years, it is impossible to give comparative figures. 


The net profit for this six months was $107,100 or 17.5¢ per common share, after providing 
for preferred dividends. There is no provision for corporation taxes due to the tax loss 


carry forward resulting from the loss of $225,972 for the 15 months ending February 28, 1967. 


While we are confident that results for the coming six months will show a considerable 
improvement over the same period last year, we must point out that we do not expect profits 
for the last half of this year to be as large as they were in the first six months. In fact, the 
December-February quarter has always been our lowest sales period, and there will be an 


operating loss in that quarter. 


Comparative sales figures are available, and these indicate an increase of 6.1% from 
$5,312,130 for the six months ending August 31, 1966 to $5,637,719 in the same period of 
1967. These are the consolidated figures for the same companies which are now in the group, 
so 1966 sales figures are after the elimination of sales for a subsidiary company subsequently 
disposed of late in 1966. 


On behalf of the Board of Directors 


JOHN STUART 


President 


CONSOLIDATED STATEMENT 
OF PROFIT AND LOsSs 


for the Six Months Ended August 31, 1967 


Sales 
MP BLCHOM Go TSOlecUc unr bet Gilman ania a At cthean Ud ITA ty tisk OMA $4,307,981 
COMMS SIC SONOS Ene Rial Nah mee lie en bi Dae eiria WAU themes ion hits] Geabid, Mirae 1,329,738 


$5,637,719 


GroSs margin on warehouse sales 
CALC Me DRE CLAIIONO DOU LOD) ae cis Ui at uct neha eRe OU Earle oa $ 919,872 


CBMUINIRG ROM COME arcana a ini tana aie w alley tal apalela yhera Wokal oleate nuonaa hy Mie ROE 69,803 
$ 989,675 
Selling and Administrative Expenses .......... 0.0... 0c. cece ee eee eee een cas $ 882,415 
including the following 
ODECCTALIONN parser ee ean i AUR a LMR Ie a Ral OGRA UCR $ 4,889 
FOR OCMELV ES OTe re i See Oat We SoReal ery a ib 23,420 
[FS S27 te AME ht OS ENR Tat (at POL A Dee UE DPA ASO EPH ROY Sat SHR ONT 5,389 
DIPeelar ea eCai inten reaver Rr ake) ery tae LUN Au ut nutri OES a yates 1,300 
$34,998 
$ 107,260 
Minority Interest Share of Profit of Subsidiary Company....................... 160 
Net Profit (before provision for income taxes) yee ald 6 esata Wile ueo es $ 107,100 


Note: 


(1) As a result of the loss carried forward from previous year’s operations, under the pro- 
visions of the Income Tax Act no amount has been provided for income taxes on the 
income of the current period. 


(2) The fiscal year end of the Company was changed from November 30th to the last day of 
February, effective February 28, 1967. There is no comparable period in the preceding 
fiscal year and therefore comparable figures have been omitted. 


SOURCE AND APPLICATION 
OF FUNDS 


for the Six Months Ended August 31, 1967 


Funds were provided by: 


Neti mrOhitancynay) ulai a aii GROW AGE GSEUN ERC OUN ER ISREE Caer NNEC EVAL WN Iu aT $ 107,100 
Amounts charged to net profit which did not require cash outlays: 
DEPEC TAL LON wae mates Sil et CMU WU BILE Dae Train tas Wiealtan is Mae $42,045 
NEUTOFEL Y MIMEOLE SES oan) Ohta WY hes EGR EU ERMC HELLS Leg bere 160 42,205 
Proceeds under loan and special credit agreement ..................... __ 408,152 
Soo A457 
Funds were used for: 
Increase in equity of cash surrender value of life insurance ............. $ 5,888 
Refunds under Employees’ Stock Purchase Plan ....................0.. 1,399 
Repayment on loan and special credit agreement........... 0.000000 ec aee 450,000 
PUSCR ASE LON PL ROO TASS USH hae Rik ey DG MELEE a Te ale tene Lue aie Head eaty Gase u tie a etaats 3027 
Dividends paid by S.H.I.L. to its shareholders ........... 0.0.0.0 cece 5,118 
TACL@ AEE) Ih WOLKIN Gr OADICAL une uehi mers Ui pais Ge Net taeea MLRUe ade HRN ats UNE aie RDS 91,425 


$557,457 
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PRESIDEN T’S 


REPORT 


TO OUR SHAREHOLDERS 


Your Company had its beginning as John Stuart Sales Company on July 2nd, 1936, so 
factually, and as of our fiscal year ended February 29th, 1968, we have just completed almost 
thirty-two years of operations. In the year just ended, substantial growth and development of all 
six companies that go to make up STUART HOUSE INTERNATIONAL LIMITED have enabled 


your company to set records in every phase of both domestic and export operations. 


Dollar sales were the highest in your company’s thirty-two year history, while operating 
profits were the second highest in history. Higher sales volume, more efficient operations and 
continued development of new products served to more than offset substantial increases in all 
costs. 


ACQUISITIONS: 

In recent years, several fine companies have been acquired by your company and have 
contributed to its steady growth. In the 15 month period ended February 28th, 1967, your company 
had its problems and for the first time in its history showed substantial losses. Your company 
has not only reversed this situation, but in fact, based on sales and profits, has experienced one 
of its BEST years. 


EARNINGS: 

Profits, after taxes, were up substantially at $131,440 as compared with an actual loss of 
$225,000. for the 15 months ended February 28, 1967. Net earnings per common share, after de- 
duction of preferred dividends, were 20.8¢ per share, compared with a net loss per common share 
of 38.7¢ for the 15 month period ended February 28th, 1967; the difference being 59.5¢ per share. 


CAPITAL STOCK: 

There were 14,635 shares of 6% convertible preferred shares, and 583,970 shares of common 
stock outstanding at February 29, 1968. The original issue of the convertible preferred shares 
was made in 1964 and totalled 31,250 shares. The difference of 16,615 shares has come about 
through conversion and purchase for cancellation by the Company. 


There are no immediate plans for the complete redemption of the preferred shares at this 
time. Our preferred shareholders can, of course, convert same at any time on the basis of two 
common for one preferred. 


continued... 


THE PRESIDENT’S REPORT CONT'D. 


DIVIDENDS: 

Dividends of 6% on your company’s preferred shares have been paid regularly since their 
issue. Dividends of varying amounts have been paid on your company’s common shares each year 
since their issue, except for the year ended February 29th, 1968, in which no dividend was paid. 
We do plan, subject to your directors’ approval, on paying a dividend during the current year based 
on our earnings for the year ended February 29th, 1968 of not more than 60% of the earnings after 
payment of the dividend on the preferred shares. This dividend would be 10¢ per share. Your 
directors will finalize any decision re this particular dividend based on our six months figures to 
August 31st, 1968. 


EMPLOYEES: 

To the employees of Stuart House, whose number at peak periods totals 400, we express 
our appreciation of their loyalty, countless contribution and sustained dedication in meeting the 
year’s challenges and demands. 

MANAGEMENT: 

In July of 1967, Dr. E.K. Martin, Ph.D. was appointed as Manager of Tip Top Canners 
Limited; a subsidiary company. In October of 1967 Mr. Eric Haynes; formerly Manager of Stuart 
House Products Limited, was appointed General Manager of Belt Manufacturing Company Limited, 
and was also made a director of Stuart House International Limited. Mr. Howard Maitman was made 
Comptroller of Belt Manufacturing. In January of 1968, Mr. John L. Stuart; Vice-President of 
Stuart House International Limited, assumed the Vice-Presidency of Stuart House subsidiaries; 
Stuart House Products Limited, Bradford-Penn Oil Limited, Tip Top Canners Limited, Belt 
Manufacturing Company Limited and West Taylor Bickle Co. Limited. 


Mr. Earl Hayne, previously General Sales Manager of Stuart House International Limited 
was appointed General Manager of Stuart House International Limited/Stuart House Products 
Limited and Bradford-Penn Oil Limited. Mr. Blair Coulter, formerly Vancouver Division Manager, 
was appointed to the position of General Sales Manager of Stuart House International Limited. 
The duties of Mr. M. Harris, Comptroller of Stuart House International Limited, were extended to 
cover financial responsibility for all Stuart House subsidiary companies. Mr. D.W. Bruin, Assistant 
Comptroller of Stuart House International Limited assumed most of the day to day accounting 
responsibilities in Stuart House International Limited and Stuart House Products Limited. 


SHAREHOLDERS: 

We are appreciative of the many constructive suggestions and comments contributed by 
shareholders during the year and thank you for your support and expression of confidence and 
encouragement. 


THE YEAR AHEAD: 

The basic strength of your company as to sales coupled with the experience and ‘“‘know 
how’’ of the Stuart House production people enabled your company in the year ended February 
29, 1968 to overcome a very bad 15 months ended February 28th, 1967. With this same strength 
and with the added strength of what we have learned and instituted in recent months, with the 
help of our consulting people, we should certainly be able to meet the mounting challenge of our 
fast changing economy. With the continued valued support of our shareholders, employees, cus- 
tomers, producers and suppliers, we believe that our company will continue to prosper and progress 
in all areas of its operations in the years ahead. . 


On behalf of the Board of Directors, 


JOHN STUART 


President 


SOURCE AND APPLICATION 
OF FUNDS 


For the year ended February 29, 1968 
(with comparative figures for the fifteen months ended February 28, 1967) 


1968 1967 
Twelve Fifteen 

Funds were provided by: Months Months 

Operations — 

RS Care ree lcs s)he ite ery 2 poo Pea nok SSPE buses! Rte $131,440 ($225,972) 

Ord tit et nD lt RO ds Piles Pda ay A 2h gy evbee BRR G ndaaae ote Sn aeiare 82,558 121,401 

AOU CVE LO CMe eee Myst st Re ack: Baten Brine Nome gis 5 oer a) ie Wao 1,568 6,216 

Decrease in accumulated tax reductions applicate to future years ... (8,300) _ 


$207,266 $(98,355) 


Employees’ stock purchase plan — 


Amounts received on instalment purchases ....................... - LolS 
MOE tA OE, cranes as thet ie 8s Ueg Sicha c Be aig aaa, Gps ese is 360 6,780 
CU PACU STILE RII NAL OG! 6 oy eee rca Shes hate Bn, streak io Meuund Mile a benincick eas G95) — 
Proceeds on sale of subsidiary less net working capital of 

Ssubsidianvpassatedate;o! disposal 2. «css54<.6 40 64 «tin mie aa deel _ 4,514 
Principal payments on the agreement of sale and mortgages 

Bei SRR nite Wer da 6h Bio e ahe 8 in. 9 ld BP aot @ AABN E SS te 7,193 13,693 
SORC MO IWRT CO CAG SOLS Cte re eet Pade es, Y ulan Getta Pane Moon ue Sus 10,201 T5774 
Notes payable given on purchase of fixed assets.................. _ 18,098 
Debenture given on purchases of raw materials................... — 892,181 
Decrease mn OLKIOGHCAaDItal y ..fic.0,5 his chsh od « cbse i hecltneus Siege ace & 90,386 - 


$308,211 $856,197 


Funds were used for: 


Additionalsinvestment-in'subsidiaries. ... 0. be ie ee ee ee $ 282°, S224) 
PAC NAPE SO EKERI ISS OES in eco fas esses we musi sua a boss SOS Glue aun ah Stu SS 11,490 218,460 
Incresseninsequity.Ol- life-insurance ..ic 6k se oho wrole aoe b wbese a wees 7,044 47,577 
Dividend paid by subsidiary to minority shareholders.............. 1,610 ~ 
Dividends paid by Stuart House International Limited to its 

SRATEHOIGeC Sere Dsl Ce cet, eens, an eine are a dons o550 129,621 
Purchase and cancellation of preferred shares. ................... 49,320 — 
Principalspayments om notes payaple/y. = kre. we: ek a 8,114 _ 
Payments on debenture and special credit agreement given 

OMspilre nases.o1 rawam atekialS wee. =. ee ae ias as ke re ee te 220,798 - 
Incteasedn- working capitals. hexane a ee 2 OO ae ts ~ 458,298 


$308,211 $856,197 
RESERVE FOR PURCHASE AND 


CANCELLATION OF PREFERRED SHARES 


For the year ended February 29, 1968 


Balances pecintinie Ol yeate, 296 210% 7 ais eS eg ee RM OSes See de eee oes $ —- 
Pans erro, [rONI ts ANCE OU PLUS 2.05 i ee a eel tee ees ck Tk eek in) Wh eins, tS ok ich ac nag 50,500 
$50,500 
Transferred to Capital Surplus for purchase and cancellation of 6,690 Preferred Shares... 49,320 
at ean te Ite OLIVE OE Melero boa! Li si 5 eaten Ret haN eh: oe nen eg Mame a RV hota on $ 1,180 


CAPITAL SURPLUS 
For the year ended February 29, 1968 
Pade e DOr tanINg OL SVEOP i525 pi oer esis are es esis of eyes oe ee Rn ae re 


Transferred from Reserve for Purchase and cancellation of Preferred Shares............ 49,320 

Excess of original issue price over cost of purchase for cancellation of 6,690 
Pere oe SCRS Le Sei Ts PO ee Sh CM IRIs Die acre Mea, © o Sleva-d w DER ohare euacees __ 4,200 
$53,520 


The attached notes form an integral part of these financial statements. 


STUART HOUSE INT 


(INCORPORATED UND 


AND ITS SUBS 


CONSOLIDATED FINANCIAL STATI 


(with 
ASSETS 
Current Assets 1968 1967 
Accounts receivable less allowance for doubtful accounts $ 660,336 $ 652,980 
Inventories of raw material, finished goods and supplies at 
lower of cost/and market — Note: 2 (0-0... >. 2.) 1,740,789 2,056,722 
Due from-sharehoidern.”) 4 7 as es Oe ee eee 134,000 — 
Income. taxes recetvable..c ete oa Oe eee eee 16,275 82,947 
Prepaid ‘expetisest 7.05 eee Fee ee ee ee, 51,515 33,666 
Total Current Assets +. Joc) 92) ane $2,602,915 $2,826,315 
Investments 
Equity in cash surrender value of life insurance ........... $ 107,565 $ 100,521 
Second, Mortgage,.67., due 19740. ..2 ees Sa eee ee 50,276 57,469 
otal lavestments:...4 ae $ 157,841 $ 157,990 
Fixed Assets 
Land, buildings, machinery and equipment — at cost ....... $1,044 444 $1,049,046 
Less: Accumulated depreciation ........... 4.42554. =e 690,676 614,009 
Net: Fixed Assets > 2.35.55 eee ae § 593.766 $ 435,037 
Other Assets 
Stockuisstierexpense. 4.5. 655 aise ae ee $27,500 $ 117,500 
Excess of cost of subsidiaries over net book value of 
the iriaSsets in s4.5 5. Wo aana ht waa en eee 275, 100 276,190 
Potal:Other Assets? 21-4 eee $ 293,206 $ 293,690 
$3,407,730 $35,713,032 


APPROVED ON BEHALF OF THE BOARD 


JOHN L. STUART 


DIRECTORS 
M.J. HARRIS E 


We have examined the consolidated balance sheet of 


STUART HOUSE INTERNATIONAL LIMITED 


and its 


AUDITORS’ REPORT 


TO THE SHAREHOLDERS 


Subsidiary Companies as at February 29, 1968 and the 
statements of consolidated profit and loss, deficit and 
source and application of funds for the year then ended. 
Our examination included a general review of the account- 
ing procedures and such tests of accounting records and 
other supporting evidence as we considered necessary in 


the circumstances. 


comparativ 


he 


| 


for 


NATIONAL LIMITED 


HE LAWS OF CANADA) 
RY COMPANIES 


1967) 


LIABILITIES 


Current Liabilities 
EEN <SRSTRC LOU ES > aan dlpeaiarre Mi oer farmed ys RN ig) Oe gemma: pee Lys BM eas 


Accounts payable and accrued liabilities .....0........04% 
PrOteEpay auc me, emt emo eo te ere an ot, See 


Deferred Liabilities — Note 3 
Loan and special credit agreement — secured.............. 
Determedmncome. taxes payable... cco ie ede wean 
Pmployees: Gtock;purchase: plan 2... 620s e4 sine ees 


hotaluDefterred iabiatiesi) eee 


Long Term Liability 
NGteSepe VARIG GUC L9G ok. ate whut cull opens ttn auueceachen hea 


Minority Interest in Subsidiaries ............... 2... ...0 00002 


Shareholders’ Equity 
Capital Stock — Note 4 
Authorized 
100,000 Preferred shares of $8.00 par value each, 
issuable in series 
1,000,000 Common shares without par value 
Issued 
14,635 6% cumulative redeemable convertible 
preferred shares Series A (21,325 in 1967) .... 
583,970 Common. Shares (683,910 19919067) 5... 2 e. 


Reserve for purchase and cancellation of preferred 

Staves SINGLE) Sie 2, si 43 ct tee ae met ey Ses peas A ode 
Capital surplus — Note 5 
Deficit 


s) ta an aL iwinie! si rel sl fe) sia’ fe “er emis, (9) we Mescetnel fe isjesr lente “ail eliel a: (efve ms nalite:(s) (pita) Let (ile fe feo (epic) ve 


MENTS ASAT FEBRUARY 29,1968 


1968 
$ 393,859 
713,000 
593,400 
4,456 
$1,704,715 
$ 671,383 
$ 671,383 
$ 9,984 
5 Sle65 
$ 117,080 
__ 939,870 
$1,056,950 
1,180 
53,520 
(141,267) 

$ 970,383 
$3,407,730 


1967 
$ 260,258 
801,000 
772,015 
4,456 
$1,837,729 
$ 892,181 
8,300 
7,195 
$ 907,676 
$ 18,098 
$52,073 
$ 170,600 
939,510 
$1,110,110 
(212,654) 
‘$897,456 
$3,713,032 


The attached notes form an integral part of these financial statements — Auditors’ report attached. 


In our opinion these financial statements present 
fairly the financial position of the companies as at 
February 29, 1968 and the results of their operations and 
the source and application of their funds for the year then 
ended, in accordance with generally accepted accounting 
principles applied on a basis consistent with that of the 


preceding year. 


Aeflts A Minato 


CHARTERED ACCOUNTANTS 
Toronto, Ontario, April 25, 1967 
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NOTES TO CONSOLIDATED 


FINANCIAL STATEMENTS 


Principles of Consolidation 
The consolidated financial statements include all the Subsidiaries, which are: 


Jurisdiction in Ownership of 

which organized Voting Stock 
Stuart House Products Limited Ontario, Canada 100.0% 
Stuart House Products Inc. Florida, U.S.A. 100.0% 
Tip-Top Canners Limited Ontario, Canada 96.5% 
West, Taylor, Bickle & Company Limited Ontario, Canada 100.0% 
Bradford-Penn Oil Limited Federal, Canada 100.0% 
Belt Manufacturing Company of Canada Limited Federal, Canada 100.0% 


The consolidated earned surplus includes the net earnings prior to and subsequent to the actual 
acquisition date of Stuart House Products Limited and Stuart House Products Inc. which were acquired in 
1960 in a pooling of interests. The earnings of Tip-Top Canners, Limited and West, Taylor, Bickle & 
Company Limited, both acquired in 1963, Bradford-Penn Oil Limited acquired in 1964 and Belt Manufacturing 
Company of Canada Limited acquired in 1965 are included in the consolidated earned surplus from the date 
of acquisition only. 


Inventories e 


Two of the subsidiary companies have changed their method of determining the cost of finished goods 
inventory. This adjustment to the closing inventory has resulted in an increase in the consolidated net in- 
come of the current year before income taxes of approximately $700. 


Deferred Liabilities 


LOAN AND SPECIAL CREDIT AGREEMENT 

A principal supplier of one of the subsidiaries has agreed to supply raw materials and grant special 
credit terms on a revolving and reducing basis until 1977 with interest payable at current bank rates. Up to 
and including January 31, 1968, the supplier will grant ten months’ credit in excess of its normal trade terms 
on all purchases up to an aggregate of $750,000. Annually thereafter, the credit term will be reduced by one 
month and the maximum credit by $75,000. 

The company has issued a debenture to secure the loan and special credit agreement in the amount of 
$750,000. Under the terms of this debenture, the company has covenanted that it will not declare or pay any 
common dividends (current year’s common dividend excluded) which 

(a) would be in excess of sixty percent of the net income of the company after paying or providing for all 
taxes and dividends on its outstanding preference shares, or 

(b) would reduce the consolidated working capital of the company to an amount which is less than the 
amount from time to time owing under the special credit agreement. 

In addition, the company is restricted from acquiring any fixed assets in any year, the amount of 
which is in excess of the consolidated net income of the company after taxes and dividends. 


INCOME TAXES 
In 1964 and 1965 income taxes were deferred as a result of claiming capital cost allowance for tax 
purposes in excess of depreciation provided in the financial statements. In 1967 and 1968 the depreciation 


provided in the financial statements exceeded the claim for capital cost allowance resulting in the reversal 
of the deferred tax credit of $8,300. 


EMPLOYEES’ STOCK PURCHASE PLAN 


The company has received instalments under an Employees’ Stock Purchase Plan, the details of which 
are outlined in Note 4. 


Capital Stock 


The Preferred Shares Series A are redeemable at $8.48 per share, and may be purchased (if obtain- 
able) at a price not exceeding $8.48 for cancellation, convertible prior to May 1, 1974 into Common Shares 
on the basis of 2 Common Shares for each Preferred Share Series A and non-voting except in certain cir- 
cumstances. During the year, 6,690 of these shares were purchased for cancellation thereby reducing the 
issued preferred shares. At February 29, 1968, 29,270 Common Shares were reserved for the conversion 
privileges attached to the preferred shares. 


Under the terms of the Stock Option Plan, options have been granted to key employees of the com- 
pany and its subsidiaries to purchase a total of 22,500 Common Shares. The right to exercise the options 
will accrue on various dates from 1967 to 1970 and terminate on July 31, 1970. Accordingly, 22,500 Common 
Shares have been reserved for the Stock Option Plan at February 29, 1968. 


The company has established a Stock Purchase Plan for the purchase of Common Shares by the em- 
ployees of the company and its subsidiaries. Pursuant to this plan, payment for the shares shall be made 
either in full or by equal monthly instalments over a three-year period. During the year, 60 shares were paid 
in full and issued, and the balance of the contracts were terminated by the employees. 


Reserve and Capital Surplus 


During the year, the sum of $50,500 was set aside by the Directors out of the ascertained net profit 
of the company for the purpose of purchase and cancellation of a maximum of 7,000 Preferred Shares. By the 
end of the fiscal year, $49,320 had been transferred to Capital Surplus pursuant to Section 61 of the Canada 
Corporations Act for the actual purchase of 6,690 Preferred Shares. A balance of $1,180 remains in the 
Reserve for the purchase and cancellation in the future of not more than 310 Preferred Shares. 


The $49,320 transferred to Capital Surplus has been augmented by $4,200, being the difference be- 
tween the original issue price and the cost of the 6,690 Preferred Shares purchased and cancelled. 


Income Taxes 


No provision has been made for income taxes in some of the subsidiaries due to the loss carry for- 
ward provisions of the Income Tax Act. Had income taxes been provided on all subsidiaries, they would 
have amounted to approximately $50,000 in excess of the $7,613 shown on the Statement of Profit and Loss. 


STATEMENT OF 


CONSOLIDATED PROFIT AND LOSS 


(with comparative figures for the fifteen months ended February 28, 1967) 


Sales 


For the year ended February 29, 1968 


Gross Margin on warehouse sales 
(after depreciation of $71,568 in 1968 and $85,061 in 1967)... 


Commission Income 


Selling and Administrative Expenses 


including the following — 1968 1967 
Depreciation 2 Mak, oo. lek es ee $ 10,992 $ 36,340 
Executive salaries)... 2. ssn. 82,341 68,825 
| ESSE Np: gh Oe er RAR a RR 11,680 9,548 
Mortgage inferest,. ... 0... 6. es - 201 
Drrector?s T6eS | oo. ve ew be 2,600 3,200 
$107,613 $118,114 


Income Taxes — Note 


Reversal of deferred tax credit 
Income tax expense or recovery 


AUjUStMEeNt OL Prior VATS 2c... eee ees Peed ene eie aiee 


Minority Interest share of the profits of subsidiary companies ........ 


Net Profit or (Loss) 
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STATEMENT OF 


1968 1967 
Twelve Fifteen 
Months Months 
$7,373,076 $10,114,800 
2,668,617 2,862,089 
$10,542,293 $12,976,889 
$ 15675,228 $ 1,863,442 
155,866 168,966 
$ 1,831,094 $ 2,032,408 
1,695,441 2,266,547 
$ 135,653 $ (234,139) 
(8,300) ~ 
7,613 (14,383) 
3,002 _ 
$ 2,645 $ (14,383) 
$ 133,008 $ (219,756) 
1,568 6,216 
$ 131,440 $” (225,972) 


CONSOLIDATED DEFICIT 


(with comparative figures for the fifteen months ended February 28, 1967) 


Earned Surplus or ( Deficit), beginning of period 
Profit on sale of subsidiary 


Net profit or (loss) .. 


Dividends Paid 


Preferred .... 
Common..... 


For the year ended February 29, 1968 


Transferred to reserve for purchase and cancellation 


of preferred shares 
Deficit, end of period 
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1968 1967 
Twelve Fifteen 
Months Months 
($212,654) ($132,284) 
— 10,655 
($212,654) 142,939 
__ 131,440 (225,972) 
($ 81,214) (83,033) 
Siero 55 13,096 
_ 116,525 
S$ 9,553 129,621 
($ 90,767) ($212,654) 
50,000 _ 
($141,267) ($212,654) 


The attached notes form an integral part of these financial statements. 


= A : 7 PRODUCTS 


3: NOODLE 
SOUP 


Aluminum Foil Products:— 


Stuart House Foil Wrap 

Stuart House Burner Savers 
Stuart House Pie N Picnic Plates 
Stuart House Broiler Trays 

Stuart House Baking Cups 

Big Top Foil Wrap 

Thrift Pak Foil Wrap 


Paper & Film Products:— 


Stuart House Shelf Paper 

Stuart House Wrap N Liner Paper 
Plastic Garbage Bags 

Save-it Plastic Food Bags 

Stuart House Plastic Wrap 

Stuart House Freezer Paper 


Li’l Abner Fruit Drinks 
Montserrat Fruit Juices 

Stuart House Drink Powders 
Stuart House Cocktail Mixes 
Stuart House Cranberry Sauces 
Stuart House Fruit Nectars 
Stuart House Gravy Mixes 
Stuart House Soup Mixes 


Broom & Mop Products :— 


Mop-it Sponge Mops 

Stuart House Brooms 

West, Taylor, Bickle Brooms & Whisks 
West, Taylor, Bickle Damp Mops 
Dustmaster Dust Mops 

Gold Tassle Curling Brooms 


Leather Products (Belt Mfg.):— 


School Supplies 
Brief Cases : 
Billfolds & Wallets 
Clutch Purses 

Toy Cases 


N 


PRINCIPALS PRODUCTS 


In addition to manufacturing and selling its own products, the company also acts as a manufacturer’s 
agent representing many leading companies in the sale of their products, including:— 


Sc om 


Brooklyn 7, New York @ ox o> 
(DIAMEL Dietetic Foods) 


aoe 


w Yor 
(Bonomo Turkish Taffy) 


Chap Stick Company 
Lynchburg, Virginia 
(Chap Stick & Chap Ans) 


Frenchette 

Division of Carter-Wallace Inc. 

New York, N.Y. 

(Peacock Vegetable Juices & Steak Baste) 


Dr. Grabow Pre-Smoked Pipes 
Greensboro, North Carolina 
(Briar Pipes) 


W. T. Hawkins Limited 
Belleville, Ontario 
(Cheezies, Popcorn, Potato Chips) 


Larus & Brother Company, Inc. 
Richmond 17, Virgini 
(Edgeworth, Sabot, Holiday Pipe Tobaccos) 


Lewis-Howe Company 
St. Louis 2, Missouri and Windsor, Ontario 
(Tums & Nature’s Remedy) 


Matlow Brothers Limited 
New Mills, England 
(English Confectionery) 


- 
RS: 
snes 


Sweets Company of America, Inc. “ 


Hoboken, New Jersey 
(Tootsie Pops & Tootsie Rolls) 


ey 


2» 
sed 


iteeaan cise & Tobaksfabriker a) He f, 


: 
(Royal Tivoli Tobacco) ew 

ae | te 
(Jenny Lind, Pattersons, Whitman’s Sampler) e 4 i 


"StuartHouse 


Stuart House International Limited 


